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In this proceeding, the Commission has put forward a number of proposals

designed to enhance the opportunities for minorities and women to participate as owners of

electronic mass media. US Radio is a minority-controlled company that, directly and

indirectly, owns and operates AM and FM radio stations in seven markets around the

country. The changes proposed in the Notice of Proposed Rule Making in MM Docket Nos.

94-149 and 91-140, FCC 94-323 (January 12, 1995)(the "Notice"), may therefore have a

direct effect on US Radio's business and prospects. US Radio also has a keen interest in the

opportunities available to minority broadcasters generally.

US Radio is today one of the leading minority-owned radio broadcasters in

America, but the road has been a long and difficult one. Along the way US Radio (and its

predecessors) have confronted the lack of access to capital that the Commission has

repeatedly acknowledged in this and prior proceedings, see Notice at , 12, and it finds many
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of the Commission's proposals to enhance that access laudable. Id. at 1 11 - 32. In these

comments, however, US Radio wishes to address only the proposed modifications to the

broadcast ownership limits. Notice at 11 35 - 38.

In the Notice, the Commission proposes to permit a minority controlled

broadcaster to own up to three AM stations (of any type) and up to three Class A PM

stations in markets that have at least 15 stations, subject to a combined audience share cap of

30%. The Commission's goal is sensible: the economies of scale that result from

consolidation of radio station operations in a single market can provide an enhancement to

minority broadcasters' ability to attract capital. If this enhancement is to have any value,

however, the economies that result must be at least marginally more significant than those

available to non-minority broadcasters. Unfortunately, under the proposed rule, which limits

minorities to three Class A PM stations in a given market, minorities would fare no better

than non-minority broadcasters, which are currently allowed to own up to two full-power

Class C or Class B stations in markets of that size.

Although some Class A stations are very successful businesses, Class A

facilities are inherently inferior to Class B or Class C facilities. A Class A facility, weaker

in power and lower in height than that of a Class B or C station, typically does not generate

a signal that saturates the market, particularly in larger markets. Other things being equal,

weaker coverage leads to lower audience ratings and to a more difficult sell to advertisers.

The inferior "name" of a Class A station unfortunately handicaps all Class A stations,

making them a hard sell even in those cases where the Class A signal is able to place an

acceptable signal over the market.
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As a result, the economies of scale of three Class A FM stations may turn out

to be less than those available from two full-power Class B or C stations. In US Radio's

case, for example, it would not trade anyone of its Class C duopolies for three Class A FM

stations, nor could it seriously entertain, except in very exceptional circumstances, the

prospect of entering a market by buying three Class A stations in the market rather than two

Class C stations.

Minority broadcasters should not be relegated to the second-class status of

being Class A owners only. If the Commission is serious about trying to enhance the

capital-attractiveness of minority broadcasters, it should permit them to own three radio

stations in a market, not just Class A stations, but any class they wish to purchase. The

audience share caps should be set at 35 %, recognizing the audience potential of a Class C

station. These limits would enable minority broadcasters to enjoy economies of consolidation

and help to attract capital. To limit them only to Class A stations offers them no real

improvement over the two-Class-C situation now generally available to all broadcasters.

As a second-best alternative, the Commission could permit a minority

broadcaster to acquire either three Class A FM stations, or two stations of any class with a

35 % audience share cap. That would at least permit minority broadcasters to acquire Class

C FM station combinations not available to the general public, combinations that might offer

the possibility of greater economies of scale.

In any event, however, the Commission should not think that it is offering the

opportunity for minority broadcasters to become full-fledged participants in the
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communications revolution if it limits them to three Class A FM stations in a market.

Therefore, it should expand the proposal to permit minority broadcasters to acquire any three

FM stations (up to a 35 % audience share) in markets with at least 15 stations.

Respectfully submitted,

U S RADIO, INC.

By:
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